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NOTE:  This document includes instructional guidance in regard to PREAWARD and STARTUP

Costs.

CONTRACT SUPPORT COSTS

Public Law 93-638, The Indian Self-Determination and Education Assistance Act of 1975 (25 USC 450, et

seq; 88 Stat. 2203), as amended (Act), establishes the term CONTRACT SUPPORT CO STS.

The Act in Section 106(a)(2) and (3)(A) provides as follows:

! Section 106(a)(2) of the Act defines CONTRACT SUPPORT COST S:

“There  shall be ad ded to the  amou nt required  by para graph (1 ) contrac t suppo rt costs

which shall consist of an amount for the reasonable costs for activities which must be

carried on by a tribal organization as a contractor to ensure compliance with the terms of

the contract and prudent management, but which:

(A) normally are not carried on by the Secretary in his direct operation of the

program; or,

(B) are provided by the Secretary in support of the contracted program from sources

other tha n those  under c ontract.”

! Section 106(a)(3)(A) identif ies the types of costs that are considered CONTRACT SUPPORT

COSTS:

“The contract support costs that are eligible for the purposes of receiving funding under

this Act shall include the costs of reimbursing each tribal contractor for reasonable and

allowable  costs o f:

 (i) direc t prog ram  expe nses for th e ope ration  of the  Fed eral p rogram th at is

the subject of the contract; and

(ii) any additional administrative or other expense related to the overhead

incurred by the tribal contractor in connection with the operation of the

Feder al progra m, func tion, servic e, or activity p ursuan t to the con tract,

except that such funding shall not duplicate any funding provided under

section 1 06(a)(1 ).”

It is the policy of the Bureau of Indian Affairs to reimburse a tribal contractor for reasonable, allowable, and

allocable CONTRAC T SUPPORT  COSTS as defined in section 106(a)(2) and identified in section

106(a)(3)(A) of Public Law 93-638, as amended, incurred by the tribal organization as a result of

contracting with the Bureau of Indian Affairs.

CON TRA CT S UPPO RT C OST S include  all reason able, allowa ble, and a llocable dire ct and ind irect costs . 

The Bureau provides a level of funding, identified as the Secretarial Funding Level (Section 106(a)(1) of



the Act), for the operation of the contracted program.  These are  DIRECT COSTS and they are provided

from the PROGRAM FU NDS identified for the contracted program.  The Bureau also provides a level of

fund ing to  me et the  adm inistra tive or  othe r exp ense rela ted to  overhead incu rred  by the  tribal c ontra ctor in

connection with the contracted program.  These are INDIRECT COSTS, they are provided from the

CON TRA CT S UPPO RT F UND  (CSF ) and ad ded to the  PRO GRA M FU NDS  under th e contra ct.

In addition, C ONT RAC T SU PPO RT C OST S  include  two (2) oth er aspe cts of dire ct cost tha t com e into

play when a program is being contracted for the first t ime, these are STARTUP COSTS and PREAWARD

COSTS.  The nature and extent of these costs must be identified in writing, and their reasonableness,

allowability, and allo cab ility mu st be  dete rm ined a nd ag reed  to thro ugh  nego tiation , prior  to the ir

incurrence.  STARTUP CO STS shall be provided from the available PROGRAM FUNDS or from the

INDIAN SELF-DETERMINATION  FUND (ISDF).   PREAWA RD COSTS  shall be provided from the

available PROGRAM FUNDS.

The IN DIAN  SELF -DET ERM INAT ION F UND  (ISDF)  is an off-s hoot of the  CSF.  It w as esta blished to

provide a separate source of funds to address the CSF (Indirect Cost) need of “NEW” and “EXPANDED”

contracts and STARTUP COSTS.  ISDF funds are limited, and are provided on a first come first served

bas is unt il the IS DF is  deple ted.  T he am oun t and  ma gnitude of  the re quests fo r ISD F is increa sing , while

the amount of ISDF provided on a yearly basis has remained constant.  Therefore, to ensure that all tribal

contractors are afforded the opportunity to access the ISDF to meet the INDIRECT COST need for “NEW”

and “EXPANDED” contracts and STARTUP COSTS , steps must be taken to identify the type of costs that

will be allowed  as ST ART UP C OST S for pu rposes  of acce ss to the IS DF.  All othe r “startup”  type costs

are recoverable from the available PROGRAM FUNDS.

PRE-AWARD AND START-UP COSTS

The Act in Section 106(a)(5) and (6) provides as follows:

! Section 106(a)(5) of the Act defines the term STARTUP COST.

“Sub ject to  para grap h (6),  durin g the  initial ye ar tha t a se lf-dete rmin ation  cont ract is  in

effect, the a moun t required to  be paid u nder pa ragraph  (2) shall inclu de startu p costs

consisting of the reasonable costs that have been incurred or will be incurred on a

one-time basis pursuant to the contract necessary:

(A) to plan, prepare for, and assume operation of the program, function, service, or

activity that is the subject of the contract; and,

(B) to ensu re com pliance w ith the term s of the co ntract an d prude nt man agem ent.”

! Section 106(a)(6) of the Act establishes PREAW ARD COST S as allowable costs, and prescribes

the procedure to be followed for consideration of PREAWARD and STARTU P COSTS:

“Costs incurred before the initial year that a self-determination contract is in effect may not

be included in the amount required to be paid under paragraph (2) if the Secretary does

not receive a written notification of the nature and extent of the costs prior to the date on

which s uch co sts are inc urred.”

These CONTR ACT SUPPOR T COSTS are DIRECT  COSTS which normally are incurred when a

program, function, service, or activity is contracted for the first t ime.  STARTUP COSTS and PREAWARD

COSTS are incurred in the planning, proposal preparation, and program implementation aspect of the

contracting process.  To be allowable, the nature and extent of these costs must be provided in writing,

and negotiated and agreed to prior to their incurrence.

! PREA W ARD  COS TS:  C osts incu rred prior to  the effec tive date of th e self-de termin ation con tract,

whether or not they would have been allowable under the co ntract if incurred after the effective

date of the  contrac t, when s pecifically prov ided for in the  contrac tual agree men t.

Subject to negotiation and mutual agreement PREAWARD C OSTS m ay include:

- Direct Costs incurred for the direct operation of the contracted program prior to actual



contract award.

- The a mou nt and ex tent of thes e costs  shall be ne gotiated a nd agre ed to in writing  prior to

their incurrence.

The reasonable, allowable, and allocable PREAWAR D COSTS agreed to shall be provided from

the PROGRAM FU NDS available for the program, function, service, or activity which is the subject

of the co ntract.

! STARTUP C OSTS:  The reasonable, allowable, and allocable costs that have been incurred or

will be incurred on a one-time basis pursuant to the contract necessary to plan, prepare for, and

assum e opera tion of the p rogram , function, s ervice, or a ctivity that is the su bject of the  contrac t;

and to en sure co mplian ce with the  terms  of the co ntract an d prude nt ma nagem ent.

It is not possible to provide an all inclusive listing of the types of costs that would be allowable as

STARTUP C OSTS.  In general, STARTUP CO STS are those reasonable, allowable, and

allocable costs incurred on a one-time bas is necessary to put in place and begin operation of a

new or e xpand ed prog ram , function, s ervice, or a ctivity.  These  costs w ill vary from p rogram  to

program, therefore they are subject to negotiation and agreement prior to their incurrence.

Subject to negotiation and mutual agreement STARTUP COSTS m ay include:

! Documented costs of contract proposal preparation.

NOTE:  Documentation of time spent will be required to support the request for funding.

! Costs  incurred  to advertise  for staff u nder the  initial contract.

NOTE:  Documentation will be required to support the request.  The cost of personnel (i.e.

sala ries a nd wages) is a n on- going  and c ontinuing c ost to  the p rogram  and,  there fore , is

not a STARTUP COST.

! Costs  incurred  to establish  the prog ram .  (If not provide d by the Bu reau.)

- Obtain office space for the contracted program.

< Lease , Rental A greem ent.

NOTE:  This is the cost of preparation and negotiation of the lease or rental

agreement, not payment of the lease or rental amount.  The lease or rental

amo unt is an o n-going , or direct, co st unde r the con tract.

- Office E quipm ent.

< Desks, tables, chairs, etc.

< File Cabinets.

< Typewriters, calculators, etc.

< Comp uters (Hardware and S oftware).

NO TE:   W hen  a Bu reau  of Ind ian A ffairs  prog ram , func tion, s ervic e, or a ctivity is

contracted, the Bureau may make available to the contractor some, if not all, of

the property (including where appropriate vehicles and/or machinery) used by the

Bureau in its operation of the program, function, service, or activity.  Should the

contractor choose not to accept the offered property, acquisition of replacement

property (including where appropriate vehicles and/or machinery) by the

contractor shall not be considered a STARTUP COST.

STARTUP C OSTS do not include:

! Costs of Personn el (Salaries and Wa ges).



! Bonding and personal liability insurance costs.

! Tribal Council/Staff Developme nt (training, to include travel costs).

! Office Supplies and Materials (these are on-going or necessary costs of program

operation, they are direct program costs).

! Acquisition of vehicles (to include police vehicles, vans, buses, etc.), trucks (to include fire

trucks, dump trucks, tractors, etc.), and items considered heavy equipment (to include

road graders, front-end loaders, bulldozers, back hoes , etc.).

! Accide nt and liability insura nce co verage  for vehicle s, trucks , and hea vy equipm ent.

! Facility Construction, Renovation or Repair.

! Direct Pro gram  Ope ration al Co sts (t o inclu de items  such as c ost o f service d eliver y,

utilities, building and grounds maintenance, telecommunications systems and computer

systems m aintenance and upgrade , etc.).

NOTE:  Costs, negotiated and agreed prior to their incurrence, to begin program

operation prior to award of the contract (PREAW ARD CO STS).

REASONABLE, ALLOWABLE AND ALLOCABLE COSTS

Befo re an  item  of co st ca n be a ccepted  it mu st be  subj ecte d to a  review to determ ine if it is

REA SONAB LE, A LLO W ABL E, an d ALLOC ABL E.  Ad ditional and  mo re de tailed  guida nce  can b e fou nd in

Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local, and Indian Tribal

Governments, and its implementing Guide ASMB C-10, Cost Principles and Procedures for Developing

Cost A llocation Plan s and Ind irect Cos t Agreem ents with th e Fede ral Gove rnm ent.

This review is accom plished in the following manner:

! REASONABLE: The concern is whether the cost is necessary and reasonable for proper and

efficient performance and administration of the program, function, service, or activity which is the

subject of the contract.  In general, a cost is reasonable if, in its nature and amount, it does not

exceed that which would be incurred by a prudent person under the circumstances prevailing at

the time  the decis ion was m ade to inc ur the co st.

Items to consider:

- Is the cost of a type generally recognized as ordinary and necessary for the operation of

the prog ram , function, s ervice, or a ctivity or the perfo rma nce of th e contra ct.

- Market prices for comparable goods or services.

- Did th e indiv iduals  involv ed ac t with p rude nce  in the c ircum stan ces , conside ring th eir

respon sibilities to the tribal or ganization a nd und er the co ntract.

- Were there significant deviations from established practices of the tribal organization

which m ay unjustifiab ly increase th e cost to th e contra ct.

Example: A tribal contractor enters into a self-determination contract for a program for which the

Bureau has available $100,000 in program funds.  In its proposal, the tribal contractor submits a

budget request for $300,000 in Start-Up Costs.  This is not reasonable.  Start-Up Costs are Direct

Costs , incurred  on a one -time ba sis, and s hould be  funded  from  the availab le progra m fun ds. 

However, the Bureau has access to a separate pool of funds called the Indian Self-Determination

Fund (ISDF) through which to provide the funds needed for Start-Up Costs to enable the tribal

contractor not to have to unreasonably reduce services to provide for Start-Up Costs.

! ALLOW ABLE:  The concern is whether the cost is an allowable cost to the program, function,

service, o r activity under  the contra ct.



Items to consider:

- Off ice of  Man ageme nt and Budge t (OM B) C ircula r A-8 7, Co st Prin ciples  for S tate, L oca l,

and  Indian Tr ibal G over nm ents  prov ides  guida nce  as to  cos ts tha t are g ene rally

allowable, allowable with approval of the funding source, and unallowable.

- Public Law 93-638, as amended, section 106(k) provides a listing of twelve (12) items of

cost that are considered allowable costs under self-determination contracts.

- Is the cost consistent with policies and procedures of the contractor.

- Is the item of cost adequately documented.

! ALLO CABL E:  The  conce rn is whe ther the co st is appro priate und er the co ntract in qu estion.  In

general, a  cos t is alloc able if  the goods and  serv ices  being  acqu ired a re ch arge able o r ass ignab le

to the prog ram , function, s ervice, or a ctivity under the  contrac t.

Items to consider:

- The e xisting co ntract bu dget.

- The  cont ract p ropo sal.


